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WHO IS RESPONSIBLE — FRANCE OR THE U. S.? 





HE full text of the International Loan Com- 
mittee’s final report to the Reparations Com- 
mission, announcing that an international loan to 
Germany which would largely benefit the Allies 
is not possible “on the assumption that the pres- 
ent provisions of the Treaty of Versailles and the 
schedule of payments remained unchanged,” is 
one of the most important documents issued since 
the Armistice. It is a complete vindication of 
those individuals and groups which, like the 
F. P. A., have insisted since 1919 that the repara- 
tion terms of the Treaty must be revised as 
the paramount condition precedent to the eco- 
nomic rehabilitation of Europe. Keynes, the 
“pro-German,” now finds the world’s most pow- 
erful bankers, the French financier alone dis- 
senting, supporting his major thesis. 


Conditions Essential to a Loan 


The bankers enumerated four conditions essen- 
tial to a successful loan of sufficient proportions 
to meet Europe’s urgent needs: 


(1) “The public should feel that Germany is 
herself making a real and substantial effort to 
place her public finances upon a stable basis.” 


(2) “The removal of the present uncertainty 
regarding reparation obligations.” 


(3) “Such a loan should be at the unanimous 
request and for the benefit of the Allied nations.” 


(4) “Most of the members of the Committee 
are well aware that... if they recommend a 
limitation of Germany’s annual payments, the 
countries concerned in considering the effect on 
their financial situation would necessarily have 
in mind their own external indebtedness. They 
realize that a solution, however desirable in itself 
might in fact prove to be impracticable unless it 
were preliminary to other financial adjustments.” 


Inter-Relation of War Debts 


The report goes on to say that “the element of 
uncertainty which accentuates the burden of Ger- 


many’s obligations is also a serious factor in the 
case of the external public debts of the allied 
countries. In this connection the committee de- 
sires to recall that in considering the conditions 
of the re-establishment of Germany’s general 
credit they regard certainty as essential; mere 
leniency in enforcement, such as the commission 
may show without modifying the total obligation, 
is not sufficient. 


“Such questions, however, as inter-allied in- 
debtedness are outside their competence and can- 
not therefore be discussed here. But the com- 
mittee cannot ignore the fact that in the minds of 
those who consider any adjustments of reparation 
obligations they are bound to be discussed, and 
that they are among the factors in the problem of 
securing that desirable allied agreement which 
they consider one of the essential conditions of a 
loan to Germany.” 


In measured words the financiers declare that 
they “are deeply conscious of the immense assist- 
ance to the economic recovery of the whole 
world which would be afforded by a gradual con- 
version of Germany’s obligation from a debt to 
governments into a debt to private investors, 
based, like other public debts, not upon external 
sanctions, but upon the general credit of the 
debtor country. They believe, indeed, that the 
resumption of normal conditions between coun- 
tries and the stabilization of exchanges are im- 
possible without a definite settlement of the rep- 
aration payments as of other external public 


debts.” 
Why Failure? 


_ this most promising attempt to rebuild 
Europe’s economic life has failed. Why? 
Because the bankers were not permitted to con- 
sider either 


(1) The definite fixation, at least for the 
period of the loan, of Germany’s annual repara- 
tion payments; or 


(2) The reduction on some equitable basis of 

















the obligations of France and Italy to Great Bri- 
tain and of France, Italy and Great Britain to the 
United States. 


France would not permit the bankers to mod- 
ify the reparation schedule without some pro- 
portionate modification of her own obligations. 
The United States could not because of recent 
Congressional action consider any reduction of 
the Allied indebtedness. Secretary Mellon alone 
protested vigorously against this legislation, 
which made the Refunding Committee it created 
as powerless as a treasury clerk. Neither Presi- 
dent Harding, Secretary Hughes nor Secretary 
Hoover, together or singly, made any serious ef- 
fort to support the Secretary of the Treasury. 
None of these three primarily responsible for 
our foreign policy, assumed the leadership in 
educating our public opinion about the inter- 
relation of all war debts. They have instead 
stood by in silence while the McCumbers and the 
Watsons promised the veterans that their horus 
would be paid out of interest collected froim 
their former comrades in France, Italy and Great 
Britain. 


Is it surprising that France is bitter and cyn- 
ical? Are we to expect her with her devastated 
regions only partially restored at an enormous 
expense, with her countless dead, with her dread 
of a revived and revengeful Germany, to accept 
a reduction of Germany’s obligations, if Amer- 
ica, practically untouched by the war and anx- 
ious for trade with Germany and with Europe 


so dependent upon Germany, does nothing either 
to ease France’s economic burdens or to assure 
her security? 


Britain has said she would cancel the debts 
owed her by France and Italy in proportion as 
her obligations to this country are modified. She 
has gone further. She has agreed to give up her 
portion of the German reparations, amounting to 
22 per cent., as a part of a general modification 
of war claims. But these terms are all condi- 
tioned on the co-operation of the United States. 
Had our government met the British offer and 
also agreed to a proportionate modification of 
France’s obligations, there is every reason to be- 
lieve that even Poincaré would have consented 
to the terms the Bankers Committee proposes. In 
the last analysis, therefore, the responsibility for 
the failure of the loan is not with France but 
with the United States, and especially with the 
Administration which, condemning in others a 
policy of political expediency, has supinely 
yielded to political pressure at home. 


Italy Speaks Plainly 
MBASSADOR RICCI deserves our thanks. 


4% His answer to Senator Watson’s charges pub- 
lished without prior consultation with the State 
Department, violated the strict canons of diplo- 
matic etiquette. But who cares? He unmasked 
a charlatan and exposed the absurdity of the 
claim that a protective tariff is a matter merely 
of domestic concern. Italy, almost wholly de- 
pendent on imports for the basic raw material 
for her manufactures and largely dependent on 
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foreign markets for her trade, feels more keenly 
perhaps than any other great power the penalties 
imposed by the pending tariff. She realizes 
clearly that such tariffs are declarations of eco- 
nomic war against the rest of the world and 
therefore an issue too vital to be veiled by 
diplomatic courtesy. 


The Mexican Situation 


EWS from the financial conference here be- 

tween the Mexican Secretary of Treasury 
and the financial bankers continues to be scanty 
and non-committal despite formal announce- 
ments by both Mr. de la Huerta and Mr. 
Lamont. The sharp break, however, in Mex- 
ican securities during the last ten days in- 
dicates that the problem of reaching an agree- 
ment is not easy. But it is still possible that 
some sort of settlement will be made before de 
la Huerta returns to Mexico. In the meantime, 
President Obregon has laughed the Diaz “revo- 
lution” out of court by publicly asking the news- 
paper men (June 12th) to give wide publicity to 
Diaz’s latest manifesto and the announcement of 
his cabinet. The Mexican President seems to 
have a lively sense of humor. 


Obscurantism Unashamed 


HE “openminded” attitude of the National 

Civic Federation towards European prob- 
lems, and particularly towards Russia, was de- 
lightfully illustrated at that Federation’s meeting 
on June 8th by the address of Mrs. Hamilton 
Wright, who is reported in the press to have said 
in reference to the Genoa Conference: 

“The moral murkiness of the atmosphere was as 
obvious as the heavy vapors rising out of the jungle. 
Genoa was in reality a jungle where in a perpetual 
twilight the prowling beasts of the earth might prey. 
The only glimmer of light making its way through 
that thick fog was the resistance of America—like a 
little candle shining in the night. Genoa must go 
down to history as the meeting place of every sordid, 
selfish, unsound interest of Christendom, Bolshevism 


like a magnet having drawn to itself every evil element 
in society.” 


Liberal America and Russia 


SERIES of ten articles under the general 

heading “Liberal America and Russia,” 
which have just been arranged for by the F.P.A., 
are to be featured in the Amsterdam Algemeen 
Handelsblad and to be syndicated in a large num- 
her of American papers daily, beginning June 
15th, the opening day of the Hague Conference. 
The contributors to this series are Miss Jane An- 
derson, Mr. A. A. Berle, Senator William FE. 
Borah, Mr. Norman Hapgood, Mrs. Marguerite 
E. Harrison, Captain Paxton Hibben, Mr. Wal- 
ter Lippmann, Mr. James G. McDonald, Dr. Paul 
S. Reinsch, Rev. John A. Ryan. 


It is hoped that through these statements the 
attitude of liberal Americans towards the prob- 
lems which are discussed at the Hague Confer- 
ence will be better understood in Europe. 





Checks should be made payable to Rosert H. Garpiner, 
Treasurer, 3 West 29th Street, New York City. 
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